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SUBJECT: NIE 24-64: THE OUTLOOK FOR ITALY

‘ ' CONCLUSIONS

’ A.  The Catholic-Socialist coalition now governing Italy faces
serious problems. Both major parties of the coalition are beset by
interngl dissegSioné;.ariéing in large part from ?hgir Qecision to»

‘ form the coalition. Both parties will face a crucial test in the:nation-
wide municipal and provinical elections scheduled for this fall. Strong
inflationary tendencies exist in the economy and. havg created a éerieus
balance;of;payments_prdblem. Measures ére being taken to deal wiih,these
problems, bgt the délicate poiitical situat;on'imppses limits upon what
can bgldone.~ Révertheless, the economy remains-basically sound and

continues to growv.

B. ' The new coalition is responsivevto the brogd leftward trend of
ItaliénTﬁolitical opinion. We believe that it will survive at least
~until the fall elections and if it can mske some headway in carrylng out
its program of reforms it will probably survive for some time thereafter.

If it should then fall there is a fair chance that it would be succeeded

© GROUP 1
- Excluded from automatic
S-E-C-R=E-T downgrading and
declassification
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by a similar coalition. If the government shoﬁld collapse in circumstances
making its rec_onstitution‘impossible there would almost certainly be a

return to political instability and ,adminis,‘brative» drift.

C. One of the Vp,r.i‘hcipal aims of the goali'bion is to isolate and
weaken the Communist Party. Communist leaders are_struggling withgreat_
skill to defeat this aim; they have endorsed_many of the_reformist goals
of the government, and they remain firmly en_trerigh_eq in the labor movement.
Despite- diffifcuiﬁies and dissension within the. party;,' reductian-pf its

strength will at best be a long and difficult task.

D. Socialist views on foreign policy differ ivzél some respects from'
those of their coalition partners, and Italian membership in the MLF
could become a divisive issue. On the whole, hloweve»r‘, Socialist participa-
tion in the government is unlikely to bring aboufv any fundasmental changes

in Italian foreign policy.
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